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KEY ANACON MINES LIMITED 


Deer lons é R, eport 


To THE SHAREHOLDERS: 


Your Directors are pleased to present for your 
consideration the Eighteenth Annual Report of 
the Company, including a copy of its balance 
sheet and related financial statements for the 
year ended December 31st, 1965, and the report 
of the auditors. 


A review of the results to date of the pro- 
gramme of rehabilitation and mine development 
designed to ready the Province of New Bruns- 
wick property for production, and a resume of 
the mining properties held by the Company 
follows: 


Parish of Bathurst, Gloucester County, 
New Brunswick 


The New Brunswick property of the Com- 
pany compromises an area of 2,242 acres, held 
under two Mining Licenses, situate in the Parish 
of Bathurst, County of Gloucester and located 
approximately two and one-half miles south-east 
of the number 12, and approximately four and 
and one-half miles north-east of the number 6 
properties of Brunswick Mining and Smelting 
Corporation Limited. The accompaning sketch 
shows the location of your Company’s holdings 
in relation to the locations of the two properties 
of Brunswick Mining and Smelting Corporation 
Limited. 


Development and Exploration 


The programme of rehabilitation and mine 
development was continued throughout the year. 
A total of 5,273 feet of underground lateral de- 
velopment was carried out on levels between 
the 250 foot and 1,300 foot elevations. Addi- 
tionally, some 3,901 feet of raising was done 
which included complete ore, waste and ventila- 
tion raise systems. Such work produced 44,000 
tons of rock, of which 10,000 tons is ore grading 
2.72% lead, 7.35% zinc, 0.22% copper and 2.93 
ounces of silver per ton, and has been stockpiled 


on surface. A total of 43,038 feet of underground 
diamond drilling, comprised of exploratory meas- 
ures and ore outlining of the number 2 stope, 
was completed. Exploration work carried out 
on the 1,000 foot, the 1,150 foot and the 1,300 
foot levels outlined a new ore zone. It lies 
between the number 2 and number 1 zones, below 
the 850 foot level, and is designated as the num- 
ber 2A ore zone. Calculated tonnage to date is 
in the order of 276,000 tons. The zone is open 
below the 1,400 foot horizon, and is likely to 
continue to depth. The number 1 stope in the 
number 2 ore zone was 80% developed for blast 
hole mining by year end. This stope is expected 
to produce at a rate of 600 tons per day. On 
the 700 foot level a cross-cut, driven through 
the ore zone gave the following results: 


WiptH — 107 feet — 4.71% lead, 10.77% 
zinc, 0.46% copper and 4.82 ounces of silver per 
ton. 


A total of 1,807 feet of surface diamond 
drilling was completed to test copper values in 
an area 2,000 feet north of the shaft. Assay 
results ranged from 0.25% to 0.91% copper over 
widths up to 5 feet. Underground exploration 
is recommended for this area. 


No underground exploration was carried out 
on the number 1 and number 3 zones which lie 
respectively south and north of the Main number 
2 ore body. The two zones have an indicated 
reserve of 575,000 tons of lower grade mineral- 
ization based on a limited amount of surface 
drilling. It is felt that the two zones have good 
possibilties of develping into fully fledged ore 
bodies. Plans are to provide underground open- 
ings from which to further examine the upper 
horizons, and also test the downward extensions. 


Ore Reserves 


Proven ore reserves have been increased by 
355,000 tons and now total 1,818,484 tons, cal- 
culated as follows: 


ELEN ae 
% %o % per Ton 
Zone Tons Lead Zinc Copper of Silver 
2 1,542,484 3.03 UAE: 0.23 2.59 
2A 276,000 3.02 5.84 0.07 3.05 


Total 1,818,484 3.03 7.43 0.20 2.67 


PROBABLE ORE 


Zone 

1 350,000 1.40 525 1.70 
3 225,000 1.97 8.17 1.69 
Total 575,000 1.62 6.39 1.70 


No allowance has been made for dilution in 
the above estimates. 


Metallurgical tests are being conducted to 
ascertain the characteristics of a pyrite concen- 
trate which would represent a commercial by- 
product of our ore after the extraction of precious 
and base metals. 


The mine has an excellent chance of up- 
grading the indicated reserves in the No. 1 and 
No. 3 zones by means of further exploration 
and close interval drilling. The possibilities at 
depth on all zones remain an unknown factor. 


Other Mining Properties 
1. CHIBOoUGAMAU, QUEBEC 


The gold-copper mine situate in Rohault 
and La Dauversiere Townships, Quebec, held 
by the Company under Development Licenses 
is held in good standing. The Mining Claims 
and Mining Concessions in Cadillac Town- 
ship, Quebec, are also continued in good 
standing. 


2. Lac RoMANET, QUEBEC 


No additional work was undertaken on 
the copper prospect held by the Company in 
the Lac Romanet Area of Quebec. All 16 
claims, however, are retained in good stand- 


ing. 


3. BATCHAWANA RIveR ArrA, ONTARIO 


A limited amount of exploratory work was 
carried out on the 36 mining claims situate 
in the Batchawana River Area, north of Sault 
Ste. Marie, Ontario. The results of such work 


were inconclusive, and subsequent to the year 
end the claims were abandoned and allowed 
to lapse. 


4. Townsuip or McGarry AND McFappen, 
ONTARIO 


The Company continues to hold its 24 
Patented Mining Claims situate in the Town- 
ships of McGarry and McFadden, Ontario, 
comprising an area of 726.97 acres. No addi- 
tional work has been undertaken on the area 
covered by the claims for some time as a 
result of the low price for gold. 
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General 


The Company is now negotiating for senior 
financing to bring its Bathurst, New Brunswick 
property into production. The shareholders will 
be informed if and when negotiations have been 
finalized. 


The Chibougamau, Quebec property is con- 
sidered to have good exploration chances. The 
recent increases in the price of copper has 
prompted your Company to re-appraise this 
property with the hope of re-opening operations 
at an early date. 


Respectfully submitted, 
On behalf of the Board of Directors, 


M. J. BOYLEN, 
President. 


DATED at Toronto, Ontario, 
this 19th day of May, 1966. 
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Incorporated us 


Balance Sheet D 


ASSETS 

CurRENT ASSETS: 

Cash oes es 55 a op eee ee cy Oe ene 2,718 

Accounts ‘recéivable. 2. ke eee 29,139 

Prepaid ‘expenses 22.0 eee 3,802 35,659 
Oruer ASSETS: 

Investments (Schedule: A) 2.) Se ee eee 3,345,820 

Storesiand supplies; <aticost".2 2 eee 39,614 3,385,434 


Mininc Properties, LAND, BuitpINncs, PLANT AND EQUIPMENT, 
DEFERRED DEVELOPMENT AND ADMINISTRATIVE EXPENSES 
(Schedule B): 


Mining \properties 2203.) 2 ee ee eee 225,155 
Land; buildings» plant and equipment 2252 567,219 
Deferred development and administrative expenses _____-_»___-____ 4,942,835 5,735,209 


Approved on behalf of the Board: 
M. J. BOYLEN, Director. 
G. L. MOORE, Director. 


$9,156,302 


The accompanying schedules and n¢ 


This is the balance sheet referred to in 


AINES LIMITED 


> laws of Ontario 


mber 31st, 1965 


LIABILITIES 
CurRENT LIABILITIES: 
pankeacvalicess (NOt wL)) war mane ered oe ee ee rN Rt Ls a 240,000 
ACCOUNTS Dayable ang accrued liabilities =... 143,684 
Instalment due within one year on convertible debentures 180,000 563,684 
IRE | AON) RS TeUA S29 Gy UG ee ee tec RA ke OEE OM ete ee nS ne ee So ee 3,375,000 
Gon ONVERTIBLE SH IEBENTORES - (NOLE (2) ic secure oe a een a a 900,000 
Less Instalment due within one year included under current liabilities 180,000 720,000 
4,658,684 
SHAREHOLDERS’ EQUITY 
CapiraL Stock: 
Authorized, 6,000,000 shares of the par value of 20 cents each 
Issued, COR NPAST WAN 0) foc Ease Nea Set oe St A eI ae Mi AR Pa RP on er ae 924,651 
CONT Rie OEE SU DULL S eee rt ge AE oe Ba Se a 2,109,302 
RETAINED SCAR NING s) emeweucninr eave Oe) er SS eae Eke wis das ee 1,463,665 4,497,618 
$9,156,302 


> an integral part of this statement. 


sort to the shareholders dated April 13, 1966. 
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AUDITORS ' REPORT 


To the Shareholders of 
Key Anacon Mines Limited: 


We have examined the balance: sheet of Key Anacon Mines Limited 
as at December 31, 1965 and the statements of retained earnings and de- 
ferred development and administrative-expenses for the year ended on 
that date. Our examination ineluded @ general review of the accommeme 
procedures and such tests of accounting records and other supporting 
evidence: as we considered necessary in the circumstances: 


In our opinion the accompanying balance sheet and related state- 
ments of retained earnings and deferred development and administrative 
expenses present fairly the financial position of the company as av 
December 31, 1965 and the results of its operations for the year ended 
on that date, in accordance with generally accepted accounting principles 
applied. on a basis consistent with thav of the preceding year. 


Toronto, Canada, ¥ Apr, , Vibe | beep SV dif oven 


Aisles 900, Chartered Accountants 


SCHEDULE A 


KEY ANACON MINES LIMITED 


NOTES TO FINANCIAL STATEMENT 
Year ended December 31, 1965 


1. Banx ADVANCES AND LoAN: 


Bank indebtedness is secured by pledge of shares of Brunswick Mining and Smelting Corpora- 
tion Limited. 


2. CONVERTIBLE DEBENTURES: 


The principal amount is repayable in equal annual instalments of $180,000 on the 15th day of 
October, 1966 to 1970 inclusive. 


Debentures are convertible at the option of the holder, at any time up to the close of business 
on the day immediately preceding any annual principal repayment date, into one share of capital stock 
of the company for each one dollar of debenture principal. 


INVESTMENTS 
December 31, 1965 
No. of 
shares 
Brunswick Mining and Smelting Corporation Limited (note 1) 921,700 3,180,705 
Ie Demy UIT) Come VETS UCC Meets 0 ae ke Fn pe i net na ag 400,000 130,000* 
Bacnelow cake Gold Mines: Limited (note 2) Sf) 2. eee es 125,000 9,375* 
Boctoois: Golde vMineselimited: (note: 2) <2... see Sees. eee 164,000 5,740* 
Ni vAdOOn Rivers viines Limited, (Note: 3) sy <<. ace A ee ee 4,444 20,000* 


$3,345,820 


* Figures represent cost. 


Note 1: 


In 1953 the company received 772,400 shares of Brunswick Mining and Smelting Corporation Limited as 
consideration for interest in mining claims. These shares were valued by the company at that time at $20.00 per 
share. In 1960, by resolution of the Board, these shares were reduced to $3.00 per share, being the approximate 
quoted market value as at December 31, 1960. Other shares are valued at cost. 


NOTE 2: 


Acquired from New Larder “U” Island Mines Limited 1955 under the terms of the plan of re-organization 
dated December 17, 1954. 


NOoTE 3: 


Acquired from Nigadoo Mines Limited (now Nigadoo River Mines Limited) in 1957 as part consideration 
for the sale of the assets of the Keymet operation. 


NoTeE 4: 


The quoted market value of investments is $14,767,200 in the aggregate but, because of the large blocks of 
shares involved, quoted market value is not necessarily indicative of the amount that might be realized if these 
investments were to be sold. 


24 


bo 


32 


1 


— 


16 


36 


Administrative expenses 


MINING PROPERTIES, LAND, BUILDINGS, PLANT AND EQUIPMENT, 


SCHEDULE B 


KEY ANACON MINES LIMITED 


DEFERRED DEVELOPMENT AND ADMINISTRATIVE EXPENSES 
December 31, 1965 


Patented mining claims in the Township of McGarry 
and McFadden, Ontario, at cost 


Mining Licenses comprising 2,242 acres in Parish of 
Bathurst, County of Gloucester, New Brunswick, 
at cost 


Mining claims and 3 mining concessions in the 
Township of Rohault and La Dauversiere, Chibou- 
gama ‘Area, Quebec; aticost) <2 
Less written: off. to, date= = 2.) 2 ee 


Mining claims and 2 mining concessions in Town- 
ship of Cadillac, Quebec, at cost 


Mining claims in the Lac Romanet Area, Quebec, 
at cost 


Mining claims in the Batchawana River Area, 
Ontario, at cost 


Mining 


properties 


2,200 
66,340 
119,945 


119,945 


15,000 


19,870 


1,800 
225,155 


$ 225,155 


Deferred 
Land development 
buildings, and 


plant and administrative 


equipment expenses 


523,964 1,856,900 


43,255 2,355,404 
637,789 


43,255 1,717,615 


8,413 


3,981 


567,219 3,586,909 
1,355,926 


$ 567,219 $4,942,835 


Total 


2,200 


2,447,204 


2,518,604 
637,789 


1,880,815 


15,000 


28,283 


5,781 


4,379,283 
1,355,926 


$5,735,209 


KEY ANACON MINES LIMITED 


STATEMENT OF RETAINED EARNINGS 
Year ended December 31, 1965 


Rotumed earnings at bepimnine-ol-yeate. 2 ee eee ee ee 1,467,561 
Or aac co reanizationsexpelse Wiltten Ol ee eee 3,896 
Peete UE re REN INGGUAT: BND OMS EAR a $1,463,665 


STATEMENT OF DEFERRED DEVELOPMENT AND ADMINISTRATIVE EXPENSES 
Year ended December 31, 1965 


Balance Expenses Balance 


at beginning for at end 
of year year of year 
DEVELOPMENT EXPENSES: ee 
INOW SEEMS WICK. PrODET CV tt te eee et ee ee eee 1,313,559 543,341 1,856,900 
G@iibotpamaupropert ye ee eee 1,721,770 (4,155) 1,717,615 
Pace homanersproperty, .exXploration 3). 8,203 210 8,413 
Batchawana River property, exploration __..-_______-______ 2,251 1,730 3,981 


3,045,783 541,126 3,586,909 
ORATIVISTRNTIVE SEX PENSEG eye cee es 1,053,635" ~302:2957 1,355,926 
$4,099,416 $843,419 $4,942,835 


=——————SSSSSS=_— es 


KEY ANACON MINES LIMITED 


DEVELOPMENT EXPENSES 
Year ended December 31, 1965 


NEW BRUNSWICK PROPERTY 


Dewatering and mine rehabilitation <2 ee 3,072 
Plant. rehabilitation. 2) 6 2 ee ee ee eee ee 455 
substations, loading and ‘spill pocketsq2e = ase ee ee eee 346 
Ore and waste passes 24.2... ee eee ee 60,140 
Drifting, crosscutting and diamond drilling = ee 217,030 
Stope preparation cccecog 0 oe eee ee eee 93,519 
Raisingsieu on ee ee ee 60,155 
Surface exploration*and’ diamond drilling’ <== eee ee 8,435 
Miscelbareeuts oie Ee ge ei 
443,379 
Mine Orrice OVERHEAD: 
Staff house and residence: expense, = = =e ee eee 2,860 
Engineering feestand expensé-221..=. 2 "=" 2 7 ee eee 11,690 
Fire’ protection 0 Sens ke ee ee 7,983 
Travel: and “treight) <2: 2.2 f eve oe at ee 2,764 
Insurancesand gtaxes: 2umelee. 5 ee 8,843 
Mine office and warehouse €xpense o.com 18,611 
iexpetimentationwand «research... 2g 3,060 
Snow removaleand roadsmaintenance 22. ee 2,902 
Superinteng ences 9... cee at ae ee ee ee 19,536 
Employees benefits, 2225 ee ee 22,858 
Sundry” 225.535) ee ee ees 488 
101,595 
Less Rentals on residences’ ang equipment) ee 1,633 99,962 
$ 543,341 


CHIBOUGAMAU PROPERTY 


Equipment:rental income: 22.5 7 os cs ese 1,708 
Salvage and. recovery of prior years) €xpenses Oe seyeee 3,516 5,224 
Deduct expenses: 
Mining ‘licenses andifieés 222-202 ee ee 957 
AS st a 112 1,069 
$ 4,155 


KEY ANACON MINES LIMITED 


ADMINISTRATIVE EXPENSES 
Year ended December 31, 1965 


Interest and bank charges, including debenture interest of $40,175 


Transfer agent and registrar fees ________ 
PNGMMIDIS UT ALON) eee cet ens ere ie ay! 
Reports to shareholders ss 
Stauoneryvand postage. <0 4. 
PAD SaAUGMDIMCDEING +22 2 ice Ot 
Telephone and telegraph _.._____________. 
Engineering and consulting fees 
PREAVCIMOXDCUSO? = fee. si taee ls ee 
Filing, listing and sustaining fees 
Heeca leaned audit nu eo a eee 


Directors’ attendance fees 


244,231 
6,294 
12,000 
3,799 
17,967 
1,405 
1,255 
5,552 
5,097 
870 
2,453 
1,600 
798 


303,321 
1,028 


$ 302,293 
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